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Introduction

The purpose of this gift acceptance policy is to give guidance to The Pardee Hospital Foundation
(Foundation) and the staff and volunteers concerned with the planning, promotion, solicitation,
acceptance, and disposition of charitable gifts. It defines the practices and policies that apply to
all gifts accepted by the Foundation on behalf of The Pardee Memorial Hospital (Hospital) for
any of its departments, programs or services. Charitable gifts are to be accepted according to the
individual gift policies as set forth herein.

While individual gift acceptance policies are detailed and specific to the type of charitable gift,
they will be interpreted in light of two overriding principles:

Principle 1: A gift will not be accepted by the Foundation if such acceptance would not be in the
interest of the donor. A determination of the donor's interest will include, but not be limited to,
the donor's financial situation and philanthropic interests, as well as any tax or legal matters
revealed while planning for a gift. The Foundation will not encourage any gifts that are
inappropriate in light of the donor's known personal or financial situation.

Principle 2: A gift will not be accepted by the Foundation unless there is a reasonable
expectation that acceptance of the gift will ultimately benefit the Foundation or Hospital.

Donors are ultimately responsible for ensuring that the proposed gift furthers their charitable,
financial, and estate planning goals, and are urged to seek the advice of their advisors. The
Foundation staff and volunteers do not offer legal, accounting, tax, or financial advice to donors
or prospective donors.

Types of Acceptable Gifts

The Foundation will accept the following types of gifts:
Cash

Pledges

Tangible personal property and gifts-in-kind
Securities

Bequests

Life insurance policies

Charitable remainder trust

Charitable lead trust

Charitable gift annuity

Real property

Bargain Sale

Other property

The following govern the acceptance of the gift types noted above.

Cash—Cash is acceptable in the form of currency, money orders, official bank checks, personal
checks, payroll deduction or electronic transfer (either electronic funds transfer (EFT), wire
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transfer to the Foundation's bank account or by a verified credit card transaction) and is valued at
face value.

Checks, money orders, and official bank checks should be made payable to The Pardee Hospital
Foundation and electronic transfers should be credited to the Foundation.

Checks made payable to the Foundation will be processed and credited to the appropriate
Foundation fund.

A check made payable to an individual will be returned with a request to have the check reissued
and payable to The Pardee Hospital Foundation.

Pledges- A charitable pledge is an obligation of the donor to give money or property to the
Foundation at a future time. The pledge must be evidenced in writing from the donor to the
Foundation or from the Foundation to the donor outlining the same details. If an email is sent,
the Foundation will restate the pledge details in writing and mail the pledge agreement to the
donor for signature.

The following must exist in a written pledge agreement to substantiate the pledge:

donor name

date of the pledge

clearly specified amount of the pledge

purpose of pledge

clearly defined payment schedule (preferably not to exceed five years)

evidence of the pledge including words such as promise, agree, will, binding, legal
donor's signature

Additionally, the donor may not prescribe any contingencies or conditions regarding payment of
pledge and must be considered financially capable of making the gift. Under certain
circumstances, the Executive Director may accept a conditional pledge.

Pledge agreements meeting these requirements will be recorded by the Foundation’s office
which will also retain the original pledge agreements. Any changes or modifications to the
original pledge must be documented in writing and submitted to the Foundation for update and
retention.

A recordable pledge can be made only by the entity exercising legal control over the assets to be
given. A donor cannot make a pledge that includes anticipated matching contributions from an
employer or some other source. Nor can the donor commit funds to pay the pledge that may be
applied for through a donor-advised fund or community foundation. To do so and apply such
gifts as pledge payments jeopardizes that organization's tax-exempt status and subjects the donor
to having received an impermissible benefit in the form of income that must be reported.

There are some instances when an organization or other individual can make a payment toward
another entity's pledge. For example, a spouse or family member can make a payment. Also,
there may be an instance in which the individual owns a business or is a principal and causes a
gift to be made towards the pledge. Given some of the potential tax issues, it is always best to
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have it clearly stated in writing by the payer that the payment may indeed be applied to the other
entity's pledge.

Verbal pledges, pledges less than $10,000, and other non-signed agreements for internal tracking
purposes are posted as” informal agreements” on the donor’s record, and are not included in
reportable and auditable figures.

Unrestricted pledges may not be fulfilled by funds deemed for a restricted purpose.

Tangible personal property and gifts-in-kind—Tangible personal property is
property other than real property subject to personal ownership that can be touched. Personal
property may include items donated for purposes of being auctioned off at charity fundraising
events. Donors who provide goods for charities to sell at an auction are limited to the donor's tax
basis in the contributed property and can not claim a fair market value charitable deduction for
the contribution. Specifically, the Treasury Regulations under section 170 provide that if a donor
contributes tangible personal property to a charity that is put to an unrelated use, the donor's
contribution is limited to the donor's tax basis in the contributed property.

Gifts-in-kind are generally defined as non-cash donations, other than real and personal property,
of materials or long-lived assets. Gifts-in-kind might include such items as equipment, software
licenses and printed materials. Gifts-in-kind usually, although not always, come from companies
or vendors versus individuals who typically give personal property.

All policy pertains to both tangible personal property and gifts-in-kind unless otherwise noted.
There is a separate section within this policy that addresses gifts of artwork.

The Foundation may accept tangible personal property or gifts-in-kind if a review indicates that
the asset is either readily marketable or needed by the Foundation or Hospital. For either to
receive the asset, the proposed gift must be either related to its mission or be easily converted to
cash which can then be used to further its mission.

Before the Foundation will accept an asset, the Executive Director, or designee, will discuss the
gift with the appropriate representative of the department or program that will be the beneficiary
of the gift. Should it be determined that the gift is not acceptable or cannot be used in the best
interest of the Foundation or Hospital, the donor will be notified.

Representatives of the Foundation must use judgment when accepting gifts-in-kind. Some
examples of gifts which might not be acceptable are:
¢ Gifts that cannot be sold.
e Gifts in which the donor dictates disposition or gifts which are not in the best interest of
the Hospital or Foundation.
¢ Gifts which would require special and/or costly storage or display expenditures.
e Gifts which might be deemed socially, ethically, or educationally inappropriate.

In some instances, a donor may approach a department or program directly with an offer of a gift
of tangible property or a gift-in-kind. Such a gift may be accepted initially and conditionally by
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the appropriate program representative or development officer on behalf of the Foundation
provided that:
e The acceptance of such gifts will not involve significant additional expense in their
present or future use, display, maintenance, or administration.
e No financial or other burdensome obligation or expense is or will be directly or indirectly
incurred by the Hospital or the Foundation as a result.
e The valuation of the gift will be based on market value as determined by the donor or
qualified independent appraiser.

The receipt and acceptance of tangible personal gifts by any Foundation or Hospital staff will be
reported in detail via a completed Gift-In-Kind Transmittal Form and forwarded immediately to
the Foundation for confirmation and formal acceptance. Likewise, the Foundation or Hospital is
required to notify the appropriate department or program when a gift is pending or, under
extraordinary circumstances, after it has been accepted.

Tangible personal property in excess of $500 must be accompanied by an independent qualified
appraisal that is made no earlier than 60 days before the date of the contribution of the appraised
property and not later than the due date of the tax return, including extensions.

According to IRS Form 8283 (Rev. December 2012), written appraisals are not required if the
property is:

e Non-publicly traded stock of $5,000 or less

e avehicle (including a car, boat, or airplane) if donor's deduction for the vehicle is limited
to the gross proceeds from its sale

e intellectual property-patent, copyright (other than copyright described in section
112(a)(3) or 1231 (b)(1)(C), trademark, trade name, trade secret, know-how, software
(other than software described in section 197(e)(3)(A)(1)), or similar property or
applications or registrations of such property

e certain securities considered to have market quotations readily available (see Regulations
section 170(e)(3)(A) or

e stock in trade, inventory or property held primary for sale to customers in the ordinary
course of the donor's trade or business

Gifts of tangible personal property are subject to certain IRS rules regarding the charitable
deduction. The standard applied is that of related use which means that there must be a specific
use for the asset that is related to the Hospital’s or Foundation's tax-exempt purpose. The
allowable charitable income tax deduction depends on whether the asset: is put to a related use;
was not put to a related used and sold; was accepted under the related use standard and disposed
of within three years (exception exists if asset had been used for a related purpose prior to sale or
had been planned to be used but it later became impossible or infeasible to use); has a related use
but the intention is to sell.

Absent a related use for the donated property, if accepted, the Foundation will generally sell or
otherwise dispose of such gifts. Because the extent of the donor’s allowable charitable deduction
depends on the standard of related use, this issue, as previously noted, impacts the amount of tax
deduction allowed the donor. The donor must consider whether or not the Hospital or
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Foundation can, or is willing to, put the asset to a related used. If the Foundation or Hospital
intends to sell the property rather than use it, the donor will be informed in writing that IRS rules
may limit the amount of the charitable gift to the donor’s cost basis and that he or she should
seek professional financial counsel on the tax consequences of such a donation. If the property is
not to be sold or disposed, the Foundation or Hospital will communicate to the donor in writing
at the time of the gift of its intention to retain and use the property to further its charitable
activities.

Proof of ownership may be a condition of acceptance for any asset because of the increasing
problems of repatriation lawsuits in certain ethnic and cultural categories for which the
Foundation or Hospital does not want to risk exposure. Title to the gift property will be clear,
unencumbered and properly documented.

For gifts of donated motor vehicles, boats or airplanes (collectively referred to as vehicle), if the
value claimed by the donor exceeds $500 and the vehicle is sold by the Foundation, the donor's
tax deduction is limited to the gross proceeds from the sale. The Foundation must provide an
acknowledgement to the donor within 30 days of the sale stating the amount of the gross
proceeds. If the Foundation or Hospital significantly uses or materially improves the vehicle, it
must certify this intended use and duration and provide an acknowledgement to the donor within
30 days of the contribution. Donors should refer to IRS Publication 561 (Determining the Value
of Donated Property) for assistance.

In addition to the noted policies on gifts of tangible personal property and gifts-in-kind, the
Foundation or Hospital in accepting artwork, will adhere to the following two-tier approach.

Works of high quality, individually or in whole collections, will be given to the Foundation for,
and accessioned by, the Foundation or Hospital. To be accessioned indicates a commitment by
the Foundation or Hospital to care for and to utilize the work for the Foundation or Hospital
purposes. Art accepted by the Foundation or Hospital must meet the following conditions:
e Unencumbered by any restrictions as to use, attribution, exhibition, and disposal. The
Foundation or Hospital will honor the donor's wishes regarding gift credit identification.
e The principal criteria for acceptance, besides quality, are: condition, authenticity, and
relatedness to the Foundation’s or Hospital's purpose and collections.
e A qualified independent appraisal is required if the value is over $5,000.

Works not meeting standards may still possess value to units of the Foundation or Hospital for
decorative, instructional, or resale purposes. Title to these works remains with the Foundation or
Hospital regardless of how they are used and decisions regarding their disposition rest with the
Foundation or Hospital.

Extraordinary gifts of tangible personal property will be referred to the Executive Director to
consider the following factors in reviewing such gifts for acceptance:

e Does the asset further the mission and purposes of the Hospital or Foundation?

e Does the acceptance of the asset involve significant or unbudgeted additional expense for
its present or future use or display, storage, maintenance, transfer, insurance or other
institutional costs?

e Does acceptance of the asset involve disposal costs?
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Will the Hospital or Foundation directly or indirectly incur financial or other burdensome
technical or service obligations as a result of the gift?

Is the property marketable, or can it be used by the Hospital or Foundation in furtherance
of the Hospital’s or Foundation's purposes and mission?

Are there any restrictions on the use, display or sale of the property?

Are there any possible adverse legal consequences or potential liabilities associated with
ownership of the property?

Is the gift made on the condition or expectation that the items will be loaned back to the
donor or donor’s designee for life or extended periods of time to be determined by the
donor?

Does acceptance or utilization of the property result in an “unrelated activity” as defined
in unrelated business income tax law?

Note that there are some assets in which the amount of deduction may be reduced by ordinary
income reduction regulations and donors should consult their tax or financial advisors before
donating such assets. These assets include:

appreciated property held for sale in the ordinary course of a donor's business such as
artwork or manuscripts

appreciated property subject to recapture (IRS Publication 1245- property such as
equipment, furniture and fixtures)

appreciated short-term capital assets

In addition, for gifts of inventory or scientific research equipment by corporate donors, separate
valuation rules apply and the businesses should consult with their tax advisors regarding
deductibility.

Per IRS regulations, the donation of time or service is expressly prohibited as a charitable
donation.

Gifts to an auction are never for a related use. Consequently the donor’s income tax deduction is
limited to the cost basis and the donor's item must sell in order to claim a tax deduction. No gift
receipt should be issued until after the auction. A purchaser of an auction item must know the
fair market value of the item in advance and pay in excess of this amount in order to receive a tax
deduction.

Gifts of tangible personal property will not be accepted for funding of charitable gift annuities or
charitable remainder trusts in which the Foundation serves as Trustee. Any exceptions must be
approved by the Executive Director.

Gifts of tangible personal property received via a bequest are not subject to the related use
standard and are valued at fair market value regardless of how the Foundation or Hospital may
use the property.

For gifts of tangible personal property that are sold, the proceeds will be credited to a designation
for the purpose specified by the donor. This amount may be unrestricted or restricted, as the
donor directs, and is subject to the same policies as outright gifts regarding the gift fees and
minimum amounts of named accounts.
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The Foundation and Hospital will meet all obligations with respect to IRS forms 8283 and 8282.
The donor must complete IRS Form 8283 for a gift of tangible personal property valued at over
$500. If the Hospital or Foundation should sell or otherwise dispose of the donated property
within three years of the date of the gift, the Hospital or Foundation must file an information
return on IRS Form 8282 within 125 days and send a copy to the donor.

Securities—The Foundation accepts publicly-traded securities, restricted securities and
closely-held securities under the conditions described further in this policy.

Publicly traded securities include stocks and bonds listed on an exchange in which quotations are
published daily, regularly traded in national or regional over-the-counter markets for which
published quotations are available, and shares of mutual funds for which quotations are
published on a daily basis in a newspaper of general circulation throughout the US. 1t is
preferred that donors electronically transfer marketable securities directly to the Foundation's
brokerage accounts. Alternatively, securities may be delivered physically to the Foundation with
the donor's/transferor's stock power attached. Securities may also be mailed with a separate
signed stock power for each certificate mailed under separate cover. In some instances, the
donor may request that a stock certificate be reissued in the name of the Foundation.

It is the Foundation's policy to sell all publicly traded securities within 24 hours either of
delivery or after notification of receipt of gifted securities by the brokerage firm. However,
securities may be retained under certain circumstances.

Restricted securities are publicly traded securities restricted under federal securities laws. These
include unregistered securities, investment-letter stock, control stock and private placement
stock. Acceptance of restricted securities must be approved in advance by the Executive
Director, in consultation with the Foundation Board Chair and appropriate committee chairs,
with consideration given to valuation, marketability, restrictions, limitations, and other issues
that may arise either in the gift negotiation or in a corresponding shareholders agreement. If the
restricted securities are accepted, the Foundation must comply with the regulations of Rule 144
or face penalties.

Closely-held securities include debt and equity positions in non-publicly traded companies,
interests in limited partnerships and limited liability companies, and other ownership funds.
While it is permissible for the donor’s company to redeem the stock, there can be no redemption
agreement, either stated or implied, prior to the gift. As required by the Internal Revenue
Service, for gifts of closely-held securities exceeding $5,000, it is the donor’s responsibility to
have the securities valued by a qualified independent appraiser.

Gifts of closely-held securities must be approved by the Executive Officer before acceptance,
with the following factors to be considered:

valuation

any restrictions on the security that would prevent its conversion to cash

the probability of conversion to a liquid asset within a reasonable period of time

legal and/or financial liability in accepting the gift

10
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nature of the business from which the asset is derived

projected income that will be available for distribution and administrative fees
issued that might arise in a corresponding shareholders agreement

terms of the operating agreement for interests in partnerships or limited liability
the potential for other undesirable consequences for the Foundation

The Foundation may decline a gift of such securities if it deems them difficult to value or not
easily marketable.

The Foundation will not accept, without approval of the Executive Director, any gift designating
it as a principal in a joint venture or other business activity in which it would participate in the
risks of operation or would have any liability for the conduct of the business that exceeds its
capital contributions (e.g. as a general partner, principal in a joint venture, or as an owner of a
working interest).

Bequests—Assets transferred through bequest that have immediate value or that can be
liquidated for the benefit of the Foundation or the Hospital will be encouraged. Bequests may be
given as unrestricted gifts or designated to specific programs by the donor.

Bequests may be specific (specific sum or item), residuary (Foundation receives all or part of the
remainder of the estate following fulfillment of specific bequests), contingent (takes effect only
if all primary beneficiaries predecease the donor), or testamentary (all or part of estate is left in
trust with income and/or principal directed to the Foundation).

Charitable bequests may be designated when a new will is executed or added to an existing will
through a codicil. Donors will be advised to name the Foundation specifically as the legal entity
rather in order to indicate the intent of their bequest. If the Hospital is the named beneficiary in
a will or codicil, the Foundation may petition the estate to rename the Foundation as beneficiary.
Otherwise, the bequest will be accepted on behalf of the Hospital and processed through the
Foundation.

A bequest may be revoked before the donor's death unless accompanied by a legally enforceable
contract.

The Foundation reserves the right to decline gifts from the estate of deceased donors which are
not in keeping with the terms of this gift acceptance policy. No part of any gift or benefit from
any gift will be accepted until a final determination has been made as to the acceptance of the
gift. Gifts that appear to require more cost than benefit will be discouraged or rejected.

For a bequest involving real property, the executor, personal representative or trustee may be
asked to sell the property within the estate and distribute the net proceeds to the Foundation.

Life insurance policies—there are three ways a donor can use life insurance to make a gift
to the Foundation:
e A donor may contribute existing life insurance to the Foundation in which case all
incidents of ownership should be assigned to the Foundation and the Foundation named
as beneficiary of the policy

11
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e A donor may apply for a new policy on his or her life with the Foundation as the original
policy owner and beneficiary subject to state insurance interest laws

e A donor may name the Foundation as a beneficiary of a policy that he or she continues to
own

The Foundation accepts designation as beneficiary of a life insurance policy.
The Foundation accepts the use of life insurance policies where the Foundation is owner and
beneficiary as a mechanism for gifts.

The Foundation has the responsibility to review the specifics of a proposed gift of life insurance
before deciding to accept the gift. The Foundation will accept a gift of a life insurance policy
where the Foundation is owner and beneficiary with the following criteria:

e policy may not be a term insurance policy, exceptions reviewed by Executive Director
Foundation must be designated irrevocable owner and beneficiary of 100% of policy
policy should insure only the life of the donor or donor's spouse
the premium must be a lump sum payment or annual premium payments
donor must agree to maintain the insurance premiums by making annual gifts in the
amount of the premiums to the Foundation that will then make the premium payments
e donor must agree to be responsible for making additional premium payments if the

interest rate falls below expectations and additional premium payments are required
¢ Foundation will not accept any insurance policy where the intent of the donor is for the

Foundation to pay future premium payments through policy loans
e the policy should have a net cash value with no outstanding loans
¢ Foundation should be provided with a summary of the policy including the donor’s cost

basis and current cash surrender value
e cash gifts to be used for premium payments are booked at face value as received

All gifts of a new insurance policy must be with an insurance company rated A or better by an
insurance rating service such as A.M. Best, Standard & Poors, or Moody’s. The Foundation will
receive a copy of the contract that must be signed prior to accepting the policy. This contract
will be reviewed by the Foundation’s legal counsel and signed by the Executive Director on
behalf of the Foundation Board. The Foundation will also verify that there are no state laws
prohibiting this transaction.

As life insurance is non-cash property, the donor will be required to have a qualified appraisal if
the donor claims an income tax deduction for $5,000 or more. The appraisal is done at the
donor’s expense.

Regarding a gift of life insurance policy for which premium payments remain to be paid, the
donor will be informed that if, for any reason, they are unable or elect not to continue to make
gifts to cover the premium payments and there are no dividends to cover the payment, the
Executive Director will select an option for the future of the policy based on several factors
which may include the donor’s age, death benefit, amount of paid-up insurance, amount of the
premium, and number of premium payments remaining. These options include:

e continue paying the premiums with Foundation resources

e pay any additional premiums to convert the policy to paid-up insurance at the current

level of insurance

12
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e convert the policy to paid-up insurance of a lesser amount

e surrender the policy for its current cash value

e leave the policy if there is enough value in the policy that the annual dividends are
sufficient to pay the premiums

As owner of a policy, the Foundation reserves the right to cash in a policy at any time and forgo
the potential death benefit. In the event the Foundation is considering a surrender of the policy,
the particulars of the donor situation and status of the policy should be taken into account.

No insurance products and no insurance companies or agents are endorsed by the Foundation for
use in funding gifts to the Foundation. The Foundation does not furnish donors’ names to third
parties for the purpose of marketing life insurance to donors or for any other purpose.

Charitable remainder trust—A charitable remainder trust is an irrevocable trust in
which the donor or one or more other individuals designated by the donor receive(s) income
from the trust for life or for a period of up to 20 years or a combination of the two, after which
the trust terminates and the assets of the trust are distributed to the Foundation. The donor must
irrevocably assign the remainder of the trust to the Foundation in order to qualify as a charitable
trust. All terms and conditions of the charitable remainder trust must be set forth in a formal
trust agreement which meets the requirements of the Internal Revenue Code and its regulations.
As an irrevocable gift, the donor cannot withdraw any principal.

The Foundation will accept a charitable remainder trust beneficiary designation by a donor. The
Foundation may accept appointment as trustee or successor trustee for a charitable remainder
trust. See Trustee Gift Acceptance Policy for conditions under which the Foundation would
accept such appointment. The Foundation, as trustee or successor trustee, will charge an
administrative fee and an asset management fee as a portion of the overall Foundation
endowment.

There are two basic types of a charitable remainder trust: a charitable remainder annuity trust and
a charitable remainder unitrust.

A charitable remainder annuity trust pays a fixed dollar annuity no less than annually to the
income beneficiaries. Because the payments are fixed, the IRS requires the annuity trust to meet
the Five Percent Probability Test (if the probability that the charitable beneficiary will not
receive the corpus is greater than five percent, the trust fails the test and the donor’s tax
deduction is disallowed). Additionally IRS regulations do not allow additional contributions to
the annuity trust.

A charitable remainder unitrust pays a variable income no less than annually to the income
beneficiaries and, if documented in the trust agreement, a donor may make additional
contributions to the unitrust.
IRS regulations stipulate that for the unitrust and annuity trust:
e The percentage payout must be a minimum of 5% and cannot be greater than 50%, and is
chosen by the donor.
e The charitable remainder interest must be a minimum of 10% of the fair market value of
the funding assets.

13
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The Foundation may accept appointment as trustee or successor trustee for a charitable
remainder trust (Trust) under the following conditions:

e Trust is funded with cash, marketable securities or a combination of both and is named a
50% or more irrevocable remainderman.

e Trust is funded at a minimum of $100,000.

e Minimum age of income beneficiary/ies for a term of life is 60. For income beneficiaries
under the age of 60, a term of years will be used.

e Number of income beneficiaries is no more than two.

e Donor/s execute a written acknowledgement that it is the expressed desire of the donor/s
that the Foundation serve in the capacity of trustee or successor trustee; that the
Foundation has disclosed to the donor/s the potential for conflict of interest in the
Foundation serving as trustee; and that the donor/s waive any claim for conflict of interest
which may arise from the Foundation serving as trustee.

e The Foundation as either trustee or successor trustee determines the payout rate in
consultation with the donor and/or donor's advisor. Among factors that influence decision
as to payout rate are number of beneficiaries, ages, and size of the trust. Typically,
payout percentages range from five percent (5%) to seven percent (7%).

e Additionally, for unitrusts in which the trust agreement allows for additional
contributions, additions must be a minimum of $5,000 or higher.

The Foundation will not accept appointment as trustee or successor trustee for a trust that is
funded with illiquid or unmarketable assets unless approved by the Executive Director. Upon
liquidation of these assets to cash, the Foundation will accept appointment as successor trustee
under the conditions noted above.

On a case-by-case situation, with advice by the Executive Director, the Foundation may serve as
trustee or successor trustee for those Trusts:
e funded with an asset which is defined within this gift acceptance policy as a gift with
significant or moderate risk (this includes trust additions);
e funded with an amount less than the required minimum as defined within this gift
acceptance policy;
e paying income to beneficiaries younger than the minimum age as defined within this gift
acceptance policy;
e paying income to more than two beneficiaries; and/or
e Paying a rate greater than the recommended range of rates outlined in the current Planned
Giving Approved Rates for Charitable Remainder Trusts.

Where the Foundation serves as trustee or successor trustee, the charitable remainder trust assets
will be invested with the Foundation's endowment. No representations will be made by an
employee or person acting on behalf of the Foundation or Hospital as to the management or
investment of such charitable remainder trust.

Upon termination of a trust, that portion received by the Foundation will be applied to the

purpose stated by the donor in the trust agreement. If the remainder is left for unrestricted
purposes, the Executive Director will make the final decision regarding disbursement.
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Charitable lead trust—A charitable lead trust is a form of split interest gift. It is a gift
arrangement in which the donor transfers assets to a trust, annual income payments are paid to
one or more qualified charitable organizations over the term of the trust, and at the end of the
term, the trust principal either passes to the owner (grantor lead trust) or non-charitable
beneficiaries (non-grantor lead trust).

The trust may pay a fixed dollar amount based on a fixed percentage of the initial value of the
trust when established (lead annuity trust) or it may pay a fixed percentage of the annually
revalued trust principal resulting in fluctuating annual payments (lead unitrust) for a period of
years.

The Foundation may accept a designation as an income beneficiary of a charitable lead trust.
Because of the complexity of split-interest deduction rules, the Foundation will advise
prospective donors in writing to rely upon the donor's legal, financial, and tax advisors in
determining whether to pursue the gift of a charitable lead trust to the Foundation.

Charitable gift annuity—a charitable gift annuity is a contractual agreement between the
donor and the Foundation that is considered part gift and part purchase of an annuity. Donors
will be advised to seek legal and financial counsel regarding tax deductibility and similar
matters.

The Foundation will accept an irrevocable transfer of cash, cash equivalents or publicly traded
securities from the donor and, in return, agrees to pay a guaranteed fixed amount for the lifetime
of the annuitant/s. The Foundation will not accept real estate, personal property or any other
illiquid asset in exchange for any charitable gift annuity unless approved by the Executive
Director. If approved, the asset will be subject to the provisions of the appropriate gift
acceptance policy.

The Foundation will issue current or immediate payment annuities and deferred annuities. With
a current or immediate payment gift annuity, payments begin as soon as the contract takes effect
and are made on the last day of the calendar quarter with the first payment pro-rated, as indicated
in the executed gift annuity agreement. A deferred gift annuity allows a donor to establish a
predetermined date one year or more in the future to begin annuity payments and may offer a
different rate than would be paid presently and a different tax deduction. The deferral period will
be at the discretion of the donor and the Foundation.

The Foundation will issue current or immediate payment and deferred charitable gift annuities
with the following parameters:

$10,000 minimum

Minimum age of 60 for annuitant/s

Maximum of two income beneficiaries per IRS regulations

Rate based on recommended rates provided by the American Council on Gift Annuities

Payments are guaranteed by the general resources of the Foundation. The Foundation will abide
by all state and federal disclosure requirements.
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A donor cannot make additional contributions to an existing gift annuity but may create
additional annuities under the parameters noted within this policy. Donors with multiple
annuities with the Foundation may request that the residuum of each be aggregated for a specific
designation.

Upon the death of the annuitant/s, the residuum of the charitable gift annuity will revert to an
account for the purpose specified by the donor in the gift annuity contract. This amount may be
unrestricted or restricted, as the donor directs, and is subject to the same policies as outright gifts
regarding the gift fees and minimum amounts of named accounts. If the residuum is left for
unrestricted purposes, the Executive Director will make the final decision regarding
disbursement.

Gift annuity contracts are governed by the laws of the state in which the donor resides and the
Foundation will abide by these laws. For gift annuities to be established in states other than
North Carolina, specific annuity regulations and requirements for that state will be first reviewed
by the Executive Director and General Counsel of the Foundation. The Foundation reserves the
right to reject any annuity contract proposals from states where the regulations are deemed
overly burdensome or when excessive compliance costs would be required.

As a charitable gift annuity is backed by the assets of the Foundation, a charitable gift annuity
with any of the following conditions will be presented to and approved by the Executive Director
before issuance:
e funded with an asset which is defined as a gift with significant or moderate risk
e funded with an amount less than the required minimum as defined within this gift
acceptance policy;
e pays a rate greater than the then current recommended rate by the American Council on
Gift Annuities;
e pays income to annuitants younger than the minimum age as defined within this gift
acceptance policy; or
e increases the Foundation's gift annuity pool by 25% or greater

The Foundation will not accept appointment as trustee of a charitable lead trust.

Real property—The Foundation may accept gifts of real property. All interest in real
property by outright gift, in trust, or by bequest, must be formally approved by the Executive
Director.

Real property intended to be held for use by the Hospital will be deeded to the Hospital. Real
property intended for sale will be deeded to the Foundation. In certain circumstances it may be
appropriate for the Foundation to accept a gift of property or transact a bargain sale and, at a
future date, deed the property to the Hospital. During negotiations the Foundation or Hospital
retains the right to refuse a gift without incurring cost or liability.

Gifts of real property include improved or unimproved land, personal residences, farmland,
commercial property, rental property and gifts subject to an existing life interest. The existence
and amount of any carrying costs, including but not limited to property owners’ association dues,
transfer charges, taxes and insurance must be disclosed by the donor.
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In general, the Foundation's policy is to dispose of all gifts of real estate as expeditiously as
possible. The Foundation will attempt to sell the real property at a reasonable price consistent
with current market conditions as soon as possible after its acquisition. Expenses to rehabilitate
the property sufficient to sell it will be paid by the donor unless otherwise agreed to prior to the
acceptance of the gift. Sales can be made directly by the Foundation or it may employ a
qualified broker/agent.

Real property can be used for outright gifts and deferred gifts. To be accepted as an outright gift
or as a bargain sale gift, the gift portion of a property must be at a minimum of 50 percent of the
fair market value. If a gift is in the form of an undivided partial interest in real property, the
undivided interest must have a minimum value of at least 25 percent of the fair market value.
Exceptions will be considered on a case by case basis by the Executive Director. After transfer of
real estate title, the Foundation or Hospital is responsible for all taxes, insurance, special
assessments, maintenance and home association fees. If the property being held by the
Foundation is to be sold, upon liquidation of the property all expenses noted above paid by the
Foundation will be reimbursed prior to distribution of the proceeds to the gift purpose.

The Foundation will consider the following factors regarding acceptance of real property:

usefulness of property for the purposes of the Foundation or Hospital

marketability of the property relative to its condition

any restrictions, reservations, easements, or other limitations associated with the property

any unrecorded rights of way, easements or encumbrances attached to the property

existence of contractual or other donative commitments to other individuals,

corporations, or groups attached to the property

carrying costs such as insurance, maintenance and property taxes

e mortgages or notes associated with the property

e results of the environmental study report and any potential liability for cleanup or
restoration of the property that may be imposed under current law to transferee

e cxistence of violations of state, local or federal law on the property

e cxistence of litigation or threat of litigation on the property

Upon notification of the donor’s intent to gift real property, the Foundation will notify the donor
in writing of its intention to sell the real property in the near future. The donor will also be
informed of the donor’s responsibility to file IRS Form 8283 and that any sale occurring within
three years of the date of gift will be reported by the Foundation on IRS Form 8282 with a copy
to the donor. If the sale price is less than the deduction taken by the donor, the IRS can hold the
donor liable for taxes on the difference.

Gifts of real estate may be considered for retention if the expected return as an investment
exceeds what the net sales proceeds might produce if invested as part of the endowment. If it is
the intention of the donor that the Foundation not immediately dispose of the real property, an
agreement must be made in writing between the Foundation and the donor before such property
may be accepted by the Foundation.
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Proceeds of the sale of the property will be allocated either without restriction or as subject to the
gift agreement with the donor. Upon receipt of unrestricted proceeds, the Executive Director
will make the final decision regarding disbursement.

A representative of the Foundation will complete a real estate checklist and an environmental
checklist that will be presented to the Executive Director as part of its consideration. A copy of
any title information in the possession of the donor, such as the most recent survey of the
property, a title insurance policy, and/or an attorney’s title opinion, must be furnished by the
donor.

Generally, the donor should place no terms or restrictions on the property with respect to its use
or sale by the Foundation. Restrictions must be considered by the appraiser for purposes of
valuations and must be approved by the Executive Director prior to acceptance. Reasonable
restrictions on the proceeds from the sale, such as benefiting a particular program or department
or the establishment of an endowment fund, are acceptable.

The Foundation will not accept a gift involving real property that makes the Foundation or
Hospital a principal in a real estate partnership, joint venture, or business activity in which the
Foundation or Hospital participates fully in the risks of operation and has more than limited
liability for the conduct of the business (e.g. as a general partner, principal in a joint venture, as
an owner in a “working interest”).

The Foundation will not accept property with multiple owners unless a legal agreement exists
with the other owners regarding ultimate disposition of the property.

The Foundation will not accept real property for gift annuities (immediate and deferred) or
charitable remainder trusts. Exceptions must be approved by the Executive Director on a case by
case basis prior to accepting the gift.

The IRS requires that the donor obtain a qualified independent appraisal to substantiate a
charitable deduction for a property gift of $5,000 or more. The appraisal must be made within a
period that begins with the day that is 60 days before the date of the gift and ends on the day
before the due date (including extensions) of the federal income tax return on which the gift is
first claimed or reported. The donor must contract directly with an appraiser and pay the full
cost. The appraisal and other information must indicate clearly and convincingly that there is a
market for the property under consideration and that the property can be sold within a reasonable
period of time.

All proposed gifts of real estate, including gifts from estates, will be accompanied by a Phase |
Environmental Audit to ensure the property has no environmental damage or other
environmental issues that would expose the Foundation or Hospital to liability. The donor will
bear the expense of the Phase I Audit unless the Foundation or Hospital approves an exception.
Liability for environmental contamination or toxic waste, particularly with oil and gas properties,
may be imposed upon any individual or organization in the chain of ownership, even if the
damage or contamination occurred prior to their ownership. If there is evidence of toxic waste, a
Phase II Audit will be required. If the Foundation or Hospital desires to pursue acceptance of the
real property, it will be responsible for costs associated with the Phase I Audit.
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If the real property includes wetlands, or is suspected of having wetlands, the donor is required to
have a wetlands report which determines the precise areas that are under protection for
environmental reasons and upon which no building projects may be undertaken. Wetlands
reports range from computer mapping, physical walk of the property, or a certified survey map.

An outright gift of real property will be completed by the execution and delivery of a deed of gift
which may be in the form of a warranty deed or quit-claim deed or other appropriate
conveyance. Costs associated with the conveyance and delivery of the real property including
but not limited to recording fees, and if deemed necessary by the Foundation, a current survey,
title insurance and/or an attorney’s title opinion, will be either paid by the donor or charged to
the fund to benefit from the donation.

If the donor notifies the Foundation of the intent to gift real property through a charitable
bequest, the Foundation may execute a statement of intent to gift after a review of the general
evaluation of marketability based on a walkthrough by a representative of the Foundation.

A full evaluation of the property will be completed at the time the bequest is realized. This
future evaluation, including an assessment of the market value and a Phase I environmental
audit, must be communicated to and understood by the donor. Any costs paid by the Foundation
will be reimbursed from the proceeds from the sale of the real property and any costs paid by the
Hospital will be charged to the fund to benefit from the donation.

Bargain sale—The Foundation will enter into a bargain sale or installment bargain sale only
when the gift furthers the mission and purpose of the Foundation or Hospital.

A bargain sale is a sale of property such as real estate, securities or personal property to the
Foundation for less than its fair market value. A bargain sale is considered part sale and part gift.
A bargain sale also applies when a donor transfers property to the Foundation in exchange for
like-kind property of lesser value or when a donor transfers property that is subject to a debt,
thereby relieving the donor of the debt. Under IRS regulations, the property must be held for
more than one year prior to its sale. For bargain sale gifts of real estate, the gift portion of a
property must be at least 50 percent of fair market value. Exceptions will be considered on a case
by case basis by the Executive Director.

An installment bargain sale is a variation of the bargain sale in which the sales price is not paid
all at once but instead is paid by the Foundation in installments covering more than one year.
Installment payments may be made payable to two or more persons and may be paid for any
mutually agreed upon terms including payment frequency, stated term of years and interest rate.
If real estate is the donated asset, the donor(s) may continue to live or use the real property after
the installment bargain sale has been established.

In addition to the requirement that a charitable deduction be produced under the Internal
Revenue Code 170, bargain sale treatment is available only to transactions in which the donor
documents his or her intention to make a charitable gift prior to the transaction. This can be
accomplished through a letter, offer of sale or other document that expresses the wish of the
donor to sell the property to the Foundation for less than its fair market value.
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When real estate is the asset of the bargain sale, the gift acceptance policy regarding real estate
gifts herein will be followed. When tangible personal property is the asset of the bargain sale,
the gift acceptance policy regarding tangible personal property herein will be followed.

All bargain sales must be reviewed and approved by the Executive Director. Factors used in
determining the appropriateness of the transaction include:
e the results of an independent appraisal, obtained at the donor's expense, substantiating the
value of the property
e whether the Foundation or Hospital will assume any debt with the property
e the marketability of the property for sale within 12 months of receipt if the intention is to
sell the property
e carrying costs associated with the property whether it is held for sale or used by the
Foundation or Hospital.

Other property—Property not otherwise described above, whether real or personal of any
type (including copyrights, trademarks, royalties, servitudes, easements or other incorporeal
rights) may be accepted only after review and approval of the Executive Director.

Restrictions on Gift Acceptance

The Foundation will accept unrestricted gifts and gifts for specific programs and purposes,
provided that such gifts are consistent with the Foundation's stated mission and do not

e Violate the terms of its corporate charter;

e Violate any federal, state, or local law, statute, or ordinance; or

e Violate this policy.

Gifts which are counter to or beyond the scope of the Foundation's mission will not be accepted.

Gifts accepted by the Foundation must not inhibit it from seeking similar or different gifts from
other donors. No gift will be accepted which limits, beyond a general definition of subject area,
the research that a faculty member or student can perform. A gift may be considered
inappropriate, and therefore declined, due to particular restrictions imposed by the donor.

The Foundation will not accept a gift if such acceptance imposes upon it overly burdensome
administrative or other efforts or costs, or exposes it to unacceptable liability.

The Foundation will not accept a gift if such acceptance would not be in the interest of the donor.

All gifts accepted by the Foundation will utilize charitable giving practices that conform to
federal and state laws and regulations.

The Foundation will not accept a gift or pledge that is conditional on a prior commitment to
name a facility, space or program in order for that gift to be executed. All commitments for
naming opportunities must be approved by the Foundation’s Board of Directors. All other
conditional gifts and pledges must be reviewed by the Executive Director.

20



Pardee Hospital Foundation

Restricted Gifts

The Foundation will accept restricted gifts if the gift is consistent with the hospital’s current
strategic plans.  Effective July 2024, donors who give a restricted gift will be asked to sign a
Statement of Gift Purpose that have the caveat that if a program is overfunded or defunct, the
Foundation can reallocate the funds to the best use of the Foundation.

Statement of Gift Purpose:

Foundation agrees that the charitable gift will be used to
Should the intended project or use become defunct or in jeopardy due to the operational needs of
the organization, the Foundation will first attempt to reach the Donor to discuss reallocation of
gift. If the Donor cannot be reached, the Foundation will utilize the gift to support the area of
most need that most closely aligns with the original intent.

e Ifthe donor is alive: the Foundation will make every effort and attempt to contact the
donor to discuss re-allocation of the gift.

e If the donor cannot be contacted, is deceased or unknown, then the Foundation (via
approval of the Finance Committee and Full Board) will reallocate the gift as it is deemed
impractical or impossible to achieve to original intent or wasteful to retain funds for a
defunct use. Funds should be valued less than $100,000 and it be more than ten years
since the funds were restricted. The Foundation will provide written notice of the
proposed funding change to the state attorney general and wait 60 days to hear back. If
no response is received, then the Foundation will move forward with reallocations.

Gift Acceptance Authority

The Executive Director, and other members of the Foundation staff as appropriate, can accept a
gift to the Foundation.

The Executive Director is responsible for accepting or declining all gifts to the Foundation. The
Executive Director has delegated responsibility for acceptance of all gifts considered to be low
risk to the Foundation staff.

Gifts considered being of significant or high risk must be approved by the Executive Director
before the gifts may be accepted. These include:
e non-publicly traded securities and restricted securities
bargain sale
real property
S-Corp. stock
membership interests in LLCs
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partnership interests

gifts of life insurance in which the Foundation is both an owner and beneficiary

life estates

conditional pledges, including those with matching requirements (donor requirement that

the Foundation or Hospital to perform a specific task or take some action that it might not
otherwise initiate and/or that a future or uncertain event must take place in which the
donor or Foundation or Hospital may have no control for pledge to be binding on the
donor)

e all gifts of personal property and gifts-in-kind of the following types with a fair market
value of $100,000 or more:

o works of art

airplanes, boats, cars or other vehicles

manuscripts

literary works

computer hardware

computer software

intellectual property

any other gifts of unusual items or gifts of questionable value

O O O O O O O

Specific Gift Situations

The Executive Director has approval authority of gifts with the following exceptions:
Charitable remainder trusts in which the Foundation serves as trustee or successor trustee

that:

is funded with an asset which is defined above as a gift with significant or moderate
risk (this includes trust additions);

is funded with an amount less than the required minimum as defined within this gift
acceptance policy;

pays income to beneficiaries younger than the minimum age as defined within this
gift acceptance policy; or

pays a rate greater than the recommended range of rates outlined in the current
Planned Giving Approved Rates for Charitable Remainder Trusts

Charitable gift annuity that:

is funded with an asset which is defined above as a gift with significant or moderate
risk;

is funded with an amount less than the required minimum as defined within this gift
acceptance policy pays a rate greater than the current recommended rate by the
American Council on Gift Annuities;

pays income to annuitants younger than the minimum age as defined within this gift
acceptance policy; or

increases the Foundation's gift annuity pool by 25% or greater

The Executive Director has the right to determine the number of designees covered by a retained

life estate.
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Expenses Associated with Acceptance of Gifts
These expenses pertain to gifts accepted either by the Foundation.

Appraisals

IRS policy requires that:

e Real or tangible personal property in excess of $5,000 must be accompanied by an
independent qualified appraisal that is made no earlier than 60 days before the date of the
contribution of the appraised property and no later than the due date of the tax return,
including extensions.

e Gifts of closely-held securities exceeding $10,000 must be accompanied by a qualified
independent appraisal.

According to IRS Form 8283 (Rev December 2013), written appraisals are not required if the
property is:

e Non-publicly traded stock of $10,000 or less

e A vehicle (including a car, boat, or airplane) if donor's deduction for the vehicle is limited
to the gross proceeds from its sale

e Intellectual property—patent, copyright (other than copyright described in section
112(a)(3) or 1231 (b)(1)(C), trademark, trade name, trade secret, know-how, software
(other than software described in section 197(e)(3)(A)(i)), or similar property or
applications or registrations of such property

e Certain securities considered to have market quotations readily available (see Regulations
section 170(e)(3)(A))

e Stock in trade, inventory or property held primary for sale to customers in the ordinary
course of the donor's trade or business

It is the donor's responsibility to obtain the qualified appraisal from an independent qualified
appraiser and the donor is responsible for all costs associated with an appraisal.

The Foundation and the Hospital may not provide appraisals, but may have a list of independent
qualified appraisers from which the prospective donor may choose.

Under certain situations the Executive Director may permit appraisal expenses to be paid by the
Foundation in order to secure the gift. These expenses will be reimbursed to the Foundation
prior to distribution of the proceeds to the gift purpose.

In addition to the appraisal expense noted above, there are additional expenses related to real
estate gifts.

Environmental Audits

Environmental audits are required as follows:
e An Environmental Phase I Audit will be required with the donor responsible for all costs
associated with the Phase I Audit.
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e Ifan Environmental Phase II Audit is required, the cost of the additional environmental
assessments will be borne by the Foundation or Hospital.

Other Expenses, Costs, Fees
The donor is responsible for all closing costs associated with the gift transfer of real estate.

After transfer of real estate title, the Foundation is responsible for all taxes, insurance, special
assessments, maintenance and home association fees. If the property being held by the
Foundation is to be sold, upon liquidation of the property all expenses noted above paid by the
Foundation will be reimbursed prior to distribution of the proceeds to the gift purpose

For retained life estate gifts, expenses for maintenance, insurance, real estate taxes, special
assessments, home association fees, and any property indebtedness are to be paid by the donor or
life beneficiary/ies.

Donor will pay all costs associated with the conveyance and delivery of the tangible personal
property.

Upon delivery and final acceptance of tangible personal property that the Foundation intends to
hold, the Foundation will be responsible for any costs associated with the gift, including but not
limited to maintenance and insurance.

Upon the mutual decision of the Foundation and donor to liquidate the donated tangible personal
property, any expenses borne by the Foundation to facilitate the liquidation of the property will
be reimbursed to the Foundation prior to distribution of the proceeds to the gift purpose.

Regarding gifts of oil, gas or mineral rights, an Environmental Phase I Audit will be required
with the donor responsible for all costs associated with the Phase I Audit. If an Environmental
Phase II Audit is required, the cost of additional environmental assessments will be borne by the
Foundation.

In addition to the expenses noted above, the following fees are the responsibility of the donor for
gifts made to the Foundation:
¢ Endowment management and administrative fees
e Administrative and management fees for charitable remainder trusts
e (Campaign-related fees—Gift-related fees may be assessed by the Foundation to make it
possible to offset expenses directly associated with particular campaigns to benefit the
Hospital.
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Use of Legal Counsel

Donors and prospective donors are encouraged to seek the counsel of their legal, accounting, tax,
financial or other advisors. Expenses incurred in seeking such counsel are the responsibility of
the donor.

Officers, staff or agents of the Foundation do not offer legal, accounting, tax, or financial counsel
to donors or prospective donors. The Foundation retains independent private counsel as needed
to facilitate gifts to the Foundation. Expenses incurred by seeking such counsel are the
responsibility of the Foundation.
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Trustee Appointments

The Foundation may accept appointment as trustee or successor trustee for a charitable
remainder trust (Trust) under the following conditions:

e Trust is funded with cash, marketable securities or a combination of both and is named a
50% or more irrevocable remainderman.

e Trust is funded at a minimum of $100,000.

e Minimum age of income beneficiary/ies for a term of life is 60. For income beneficiaries
under the age of 60, a term of years will be used.

e Number of income beneficiaries is no more than two.

e Donor/s execute a written acknowledgement that it is the expressed desire of the donor/s
that the Foundation serve in the capacity of trustee or successor trustee; that the
Foundation has disclosed to the donor/s the potential for conflict of interest in the
Foundation serving as trustee; and that the donor/s waive any claim for conflict of interest
which may arise from the Foundation serving as trustee.

e The Foundation, as either trustee or successor trustee, determines the payout rate in
consultation with the donor and/or donor's advisor. Among factors that influence decision
as to payout rate are number of beneficiaries, ages, and size of the trust. Typically,
payout percentages range from five percent (5%) to seven percent (7%).

e For unitrusts in which the trust agreement allows for additional contributions, additions
must be a minimum of $5,000 or higher.

The Foundation will not accept appointment as trustee or successor trustee for a trust that is
funded with illiquid or unmarketable assets unless approved by the Executive Director.
However, upon liquidation of these assets to cash, the Foundation will accept appointment as
successor trustee under the conditions noted above.

On a case-by-case situation, with approval of the Executive Director, Foundation may serve as
trustee or successor trustee for those Trusts:
e funded with an asset which is defined within this gift acceptance policy as a gift with
significant or moderate risk (this includes trust additions);
e funded with an amount less than the required minimum as defined within this gift
acceptance policy;
e paying income to beneficiaries younger than the minimum age as defined within this gift
acceptance policy;
e paying income to more than two beneficiaries; and/or
e Paying a rate greater than the recommended range of rates outlined in the current Planned
Giving Approved Rates for Charitable Remainder Trusts.

The Foundation as trustee will comply with all state and federal laws and regulations concerning
charitable remainder trusts and trustees.

The trust instrument must contain a provision which expressly provides that the Foundation as
trustee or successor trustee will invest the trust assets with the Foundation's endowment pursuant
to the Foundation’s investment policy, as it exists from time to time. No representations will be
made by an employee or person acting on behalf of the Foundation to the management or
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investment of such charitable remainder trust. If the Foundation serves as trustee, its investment
of charitable trust assets will conform to all state and federal laws and regulations.

The Foundation will not serve as investment manager for any assets held in a Trust unless it also
serves as trustee for those assets as noted above.

The Foundation, as trustee or successor trustee, will charge an administrative fee and an asset
management fee as a portion of the overall Foundation endowment.

The Foundation will not accept appointment as Trustee or successor trustee for a Charitable Lead
Trust under any circumstances.
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Reporting & Counting of Gifts

All gifts to the Foundation will be reported and counted per Management and Reporting
Standards. For planned or deferred gifts, the National Committee on Planned Giving Valuation
Standards for Charitable Planned Gifts will also be considered.

Definitions
Key definitions of terms used in this manual:

Contract: An agreement between an institution and another entity to provide an economic
benefit for compensation. Contracts are not gifts and are excluded from an institution's
fundraising totals.

Donor Control: A donor may not retain any implicit control over a gift after acceptance by
the institution. A donor certainly can suggest what department or area to which the institution
should apply the contribution. However, to be considered a gift, no further involvement on the
part of the donor is appropriate upon gift acceptance.

Endowment: Endowment funds are those that donors specify are to be retained and invested
for income-producing purposes. Income from endowment can be either restricted or unrestricted
based on donor direction.

Gift: A contribution received by the institution for either unrestricted or restricted use in
furtherance of the instance for which the institution has made no commitment of resources or
services other than possibly committing to use the gift as the donor specifies.

In accordance with US Internal Revenue Service regulations, if a donor receives benefits in
return for a gift, the amount of the gift recorded and reported is reduced by the fair market value
of all benefits given.

Grant: A grant is a contribution received by an institution for either unrestricted or restricted
use in furtherance of the institution that typically comes from a corporation, foundation or other
organization, rather than an individual. An institution may determine that what a donor calls a
grant is, for internal recordkeeping, a gift. There are two types of grants which are considered
philanthropic in nature and thus countable in annual giving or comprehensive campaign reports:

e Nonspecific grant: a grant received by the institution that did not result from a
specific grant proposal. The institution does not commit specific resources or
services and is it not required to report to the donor on the use of the funds.

e Specific grant: a grant received by the institution resulting from a grant proposal
submitted by the institution. The institution commits resources or services as a
condition of the grant, and the grantor often requests an accounting of the use of
funds and of results of the programs or projects undertaken. Note: The grantor's
requirement of regular status reports or other reports does not negate the philanthropic
(and countable) nature of a specific grant.
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Outright Gifts: Gifts given specifically for current operations, including those restricted to a
specific current use. Outright gifts may be unrestricted or restricted

Planned Gift: A planned gift is any gift of any kind for any amount, given for any purpose—
operations, capital expansion, or endowment—whether given currently or deferred if the
assistance of a professional staff person, qualified volunteer or the donor's advisors is necessary
to complete the gift. In addition, it includes any gift which is carefully considered by a donor in
light of estate and financial plans.

Pledge: A pledge is a promise to make a gift at some time in the future. There must be some
document, either from the donor to the Foundation or from the Foundation to the donor outlining
the pledge agreement. See gift acceptance policy on pledges for additional information.

Restricted Gift: A gift restricted is one that has been restricted by the donor for a specific
purpose.

Sponsorship: Corporations and other organizations often give money to institutions to
sponsor activities, events or projects and in return receive recognition on campus, at the event, or
in publications. Most corporate sponsorship dollars are fully countable; the determining factor is
whether the recognition the corporation receives constitutes advertising. The IRS defines
advertising in this instance as competitive pricing or product information displayed because of
the donation. If the recognition fits this definition of advertising, the sponsorship is an exchange
transaction not a gift. Simple name or logo placement is not advertising.

Unrestricted Gift: Outright gift given by a donor without any restriction.
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Appendix A: Gift Documents

Checklist for Acceptance of Gifts of Real Property

Foundation Environmental Checklist—Non-Residential Real Property
Charitable Gift Annuity Agreement

Charitable Gift Annuity Disclosure Statement

Endowment Agreement

Gift Commitment Form

Deed of Gift

Planned Gift Statement of Intent
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The Pardee Foundation Checklist for Acceptance of Gifts of Real Property

Prospective Donor:

Address:

Telephone Number:

Development Officer:

Brief Description of Property

Brief location of property

3. Does the donor have a complete legal description or a copy of the deed?

Yes No
If yes try to secure a copy of the legal description and deed.
If no, determine the date of ownership by the donor

4. Does the donor have a survey of the property? Yes No
If yes, try to secure a copy

5. Are there any outstanding liens or debt service against the real estate?

Yes No

If yes, what is still owed?

Who holds the deed of trust?

6. What Improvements have been made to the property?
____ A Water well

_____B. Electricity

_____ C. Buildings

_____D. Fencing

_ E.Ponds

_____F.Row crops

_____ G. Other
_____H.None

7. Is any portion of the property in a flood plain? Yes No

8. Is any portion of the property designated as “wet lands?” Yes No
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9. Tax Status:
a. Have the previous year’s taxes been paid? Yes No

b. Are the current year’s taxes going to be paid by the donor or prorated?

10. Are there any leases affecting the property Yes No
If yes, type of lease:
a. Commercial c. Hunting
b. Farming d. Other
11. Are there any easements? Yes No
If yes, type of easement:
a. Pipeline d. Right-of-way
b. Electricity e. Other
12. Is the property zoned? Yes No

If yes, type of zoning:
_____a.Commercial
_____ b. Residential, Single Family
______e. Residential, High Density
___f. Rural or Agricultural
_____g.Other

Are there any restrictions on the use or sale of the property by the donor, city, country,
special use permits or historical district requirements?

If yes, type of restrictions?
If possible obtains copies of any restrictive covenants.

If the property is residential,

Does it contain lead paint? Yes No

Comments:

Does it contain asbestos? Yes No

Comments:

Are oil tanks buried on the property? Yes No
Comments:

Is the property being used to store or has it been exposed to hazardous or
toxic materials? Yes No

Is the property adjacent to or near to any property that has been exposed to hazardous
or toxic materials? Yes No
If yes to either question, explain:
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The Pardee Foundation Environmental Checklist—Non-Residential
Real Property

Donor Name:

Property Location and Brief Description:

Someone other than the donor must respond to this checklist in writing. An appraiser or
real estate broker would be sufficient, but certainly an environmental engineer is
acceptable.

The donor must be informed that the Foundation reserves the right to require an
environmental audit of the property if responses to this checklist so warrants.

Please attach responses to each question, as appropriate. Additional comments are
welcome.

When did the donor acquire the property?
If there are a building or building on the property, when were they constructed?
Describe the subject property.

When was the property last physically observed by the donor and the person
acknowledging this report?

In what type area is the property located: residential, commercial, industrial, agricultural,
or other?

What is the current use and zoning of the subject property?
How was the subject property used prior to its acquisition by the donor?

At what distance from the subject property is the nearest commercial, agricultural and/or
industrial activity?

Describe those activities of a commercial, agricultural or industrial nature within one
mile of the subject property.

Is there now or has there ever been an underground fuel oil tank on the property?

If a building or buildings are present on the property, are there any asbestos containing
materials or lead pain used in the building?
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Is there any evidence of any soil staining, stresses vegetation or garbage or trash
disposal or other dumping that has taken place on the subject property?

Are there any known environmental hazards or risks associated with the subject
property, other than those indicated above? If yes, please describe.

Prepared by:

Date:
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The Pardee Foundation Charitable Gift Annuity Agreement

THIS AGREEMENT is made the <day and month> of 20__, and executed in duplicate,
between <donor name> (hereafter the “Donor”) and the Pardee Hospital Foundation,
561 Fleming Street, Hendersonville, NC 28791 (hereafter the “Payor”), collectively
referred to as “the Parties.”

Witnessed:

WHEREAS, Donor desires to transfer the property described in Exhibit A to the Payor
as a charitable gift for its general uses and purposes; and,

WHEREAS, Donor further desires to transfer property described in Exhibit A to Payor in
such an amount as to establish a Charitable Gift Annuity through which he/she will
receive fixed annual payments for the rest of his/her life through a Charitable Gift
Annuity provided by Payor; and,

WHEREAS, Payor desires to own the Charitable Gift Annuity and make fixed annual
payments to Donor for the rest of Donor’s natural life in exchange for the transfer to
Payor of property described in Exhibit A

NOW, THEREFORE, in consideration of the mutual covenants contained herein, the
Parties hereby agree as follows:

1. Transfer of Property by Donor. The Donor hereby transfers and assigns absolutely to
Payor the property described in Exhibit A. Payor hereby acknowledges receipt of
property described in Exhibit A.

2. Payment of Annuity. In consideration of the transfer of property described in Exhibit
A by Donor, the Payor agrees to pay the Donor an annuity for Donor’s lifetime of an
annual fixed rate payment of <ACGA % rate> (as currently determined by the American
Council on Gift Annuities) of the value of the principal. The annual sum shall be
payable as decided by the donor, with the first installment to be made on the 31st day of
December 2 . Thereafter, the annual sum shall be payable every December. The
Payor shall be absolutely liable for the payments due under this Section 2 for the term
of the annuity, and such payments are in no way contingent upon Payor’s future
earnings from the property described in Exhibit A.
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3. Gift to Payor. The Donor hereby acknowledges that in consideration of the execution
of this Agreement by Payor, the Donor has this day contributed and voluntarily given to
Payor a gift of property described in Exhibit A, receipt of which is hereby acknowledged
by Payor, for its general uses and purposes.

4. Term of Annuity. This Agreement shall commence on the date the property
described in Exhibit A is transferred to Payor and shall terminate with, and no amount
shall be payable for, the period subsequent to the last day preceding the death of the
Donor. Upon termination of this Agreement, the Payor shall be discharged and forever
released from any further responsibility or obligation whatsoever which it assumed
under this Agreement.

5. Non-Assignability of Annuity. This Agreement and the annuity specified in Section 2
shall not be assignable by the Parties.

6. Rights of Others. During the term of this Agreement and upon termination of this
Agreement in accordance with Section 4, no heir, legatee, creditor, beneficiary of the
Estate of Donor, executor, administrator, nor the estate of Donor, shall have any rights
whatsoever under this Agreement.

7. Rights to the Property. The Donor expressly acknowledges and agrees that Donor
has retained no security interest, lien, mortgage, or pledge with respect to the Property
transferred under this Agreement. No heir, legatee, creditor, beneficiary of the Estate of
the Donor, or executor, administrator, nor the Estate of Donor, shall have any rights
whatsoever to the Property.

8. Representations of Donor. The Donor makes the following representations regarding
the age, Social Security number, and current address of Donor:

Donor:

Social Security Number:
Address:

Date of Birth:

The Donor agrees to notify Payor in writing of any change in his/her address or Social

Security number. Donor acknowledges that Payor has relied upon the representations
of Donor concerning his/her age in determining the annuity payments hereunder.
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9. Successors of Payor. This Agreement shall be binding upon any corporation or other
entity succeeding to the interest of Payor under this Agreement.

10. Issuance of Annuity. This annuity is not issued by an insurance company, is not
subject to regulation by the State of North Carolina, and is not protected or otherwise
guaranteed by any government agency or insurance guaranty fund. This annuity is a
general obligation of The Pardee Hospital Foundation, a nonprofit North Carolina
corporation dedicated to the support of Pardee Hospital, and all the assets of the
Foundation are subject to this obligation.

IN WITNESS WHEREOF, the Donor and Payor have executed this Agreement in
duplicate the day and year first above written.
Donor:

By :

Signature

The Pardee Hospital Foundation

By : Title:
Signature
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The Pardee Hospital Foundation Charitable Gift Annuity Disclosure
Statement

In December 1995 a Federal law entitled The Philanthropy Protection Act of 1995 was
enacted. This law requires all charities issuing gift annuities to disclose certain
information to gift annuity donors concerning the operation of the fund from which gift
annuity payments will be made, but exempts the fund itself from the registration
requirement of the Federal securities law.

The Pardee Hospital Foundation, Inc. is a tax-exempt 501(c) (3) North Carolina
nonprofit corporation, which supports The Pardee Hospital. The amount that you
transfer to the Foundation in exchange for an annuity will be added to and commingled
with other Foundation assets for investment purposes by the Foundation or its
contracted investment managers for the benefit of the The Pardee Hospital. The
Foundation has a formal investment policy wherein it regularly reviews and adjusts as
appropriate its asset allocation mix between equities and fixed income/cash equivalents.
The Foundation exercises authority over fund management and reserves the right to
terminate contracts with current investment managers, trustees and administrators and
enter into new agreements at its sole discretion when deemed in the best interest of the
Foundation and its donors.

A gift made under a charitable gift annuity agreement is irrevocable. The Foundation is
obligated to pay your annuity without regard to investment results. The Foundation’s
unrestricted assets and the assets contributed to the Foundation by donors in exchange
for charitable gift annuities are available to satisfy that obligation. Beneficiaries will
receive an annual form 1099-R indicating the total amount and type of beneficiary
distributions.

Thank you for your interest in and support of The Pardee Hospital through the Pardee
Hospital Foundation’s Gift Annuity Program. Each donor is advised to consult his or her
own professional advisors regarding the tax implications and other matters related to
charitable gift annuities. If you or your advisors have questions, please contact The
Pardee Hospital Foundation Office at:

The Pardee Hospital Foundation

561 Fleming Street

Hendersonville, NC 28791

| (we) hereby acknowledge receipt of a copy of this disclosure statement.

Donor Date

Donor Date\
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ENDOWMENT AGREEMENT
THIS AGREEMENT is made the day of ,20___, and executed in
triplicate on behalf of (the “Donor”), and The Pardee

Hospital Foundation (the “Foundation”), located in Hendersonville, North Carolina.
Property Entrusted

Because of a high regard for The Hospital and a sincere desire to provide opportunities
for the patients, the Donor has contributed $XXXXX to the Foundation. The Foundation
agrees to honor the Donor’s request and to create an endowed fund named

¢ ” (the “Fund”).

It is understood that the Donor’s contribution to the Fund and any other assets or
properties which may hereafter be brought within the operation of this Agreement shall
be held by the Foundation for the purposes hereinafter set forth. It is understood and
agreed that the Donor or any other persons have the right to make additional donations,
either by gift or bequest, to the Foundation for inclusion in the Fund hereby established.

Name of the Fund, Deposit of Contributions and Use of Net Income

The Foundation agrees to establish an endowment fund to be known as
“The Fund”
and to deposit in said Fund all donations received for this purpose.

Only the net income from said Fund shall be used for the purposes hereinafter stated.
For purposes of this Agreement, “net income” shall be as defined and determined from
time to time by the Foundation’s Board of Directors in a manner consistent with the net
income, disbursement requirements, and spending rules of the By-laws of the
Foundation.

Any unspent net income shall return to the corpus of the endowment unless otherwise
specified.

Purpose of the Fund

(To be completed on case by case basis)

Modifications to This Agreement

Should it become impractical to make such awards as are provided for herein, the
Foundation shall have the authority to make such changes as would bring the

administration of the Fund and use of its net income in line with the then-current trends
and conditions.
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In the event the Foundation shall cease to exist, the corpus and accumulated earnings
of the Fund shall be transferred to the Endowment Fund of the Hospital in full
compliance with the applicable statutes of the State of North Carolina, and the Board of
Directors of the Foundation shall request that the purpose of the fund shall be continued
by the Endowment Fund of the Hospital, as indicated above.

This Agreement shall be construed in accordance with, and the administration of the
assets or properties held in said Fund shall be determined by, the laws of the State of
North Carolina, irrespective of the domicile or residence of the Donors or of the situs of
any property held hereunder.

The Foundation considers this an irrevocable and legal document.

The Foundation promises to provide stewardship of these funds and will provide
periodic reports to the Donors or their designated representatives.

Financial Disclosure
Total Return

Current endowment accounting for the Foundation utilizes “total return” as the
measurement of return on endowment investments. Total return is the sum of income
earned plus appreciation, both realized and unrealized, for a specified period of time.

Payout Rate

Each year, the Endowment/Investment Committee of the Foundation recommends to
the Foundation Board of Directors a payout rate (also known as the spending rate). Itis
important to note this is the dollar amount of spending for a fiscal year as a percentage
of the market value of assets, not of the original gift. The policy calls for an annual
payout of percent (net of fees--see below) of average market value of the total account,
calculated over a rolling three-year period. The market value is measured on
September 30 of each year.

Fees

The following fees are paid from income or realized gains and are in addition to the
payout rate described above. The rate for these fees is current as of the date of this
agreement. The fees may change (increase or decrease) at the direction of the
Foundation’s Board of Directors.

Investment Management Fees

Foundation endowments are invested as a separate pooled fund and managed by one
or more specific portfolio managers selected by the Endowment/Investment Committee.
Fees include any charges incurred for management or custody of assets.

Administrative Fee

A fee, currently 1% of market value measured on September 30, is assessed annually
to provide current operating revenue for the Foundation.
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IN WITNESS WHEREOF, the Donors, the Executive Director of the Foundation, and the
Chair of the Foundation have executed this Agreement in triplicate.

On behalf of Donor:

Date:
Donor
On behalf of the Foundation:

Date:
Executive Director
On behalf of the Foundation:

Date:

Chair
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DEED OF GIFT

Name of Donor:

Address of Donor:

I/We, (name(s) of donor), hereby unconditionally give, donate,
assign, deliver, bestow and transfer to The Pardee Foundation by way of gift, all rights
(including copyrights), title and interest in, to and associated with, the property
described below. Unless otherwise specified, | make this gift totally and without
restriction.

Purpose

| understand that the purpose of this gift is to promote the mission of The Pardee
Hospital, and | agree that The Foundation may maintain or dispose of the material in the
manner that it deems most appropriate to carry out this purpose. See restrictions or
exceptions below.

Description of Gift:
Restrictions or Exceptions:
(If none, insert “None.”)

Warranty

| hereby warrant and represent that the item(s) listed below (are) my property, free and
clear of any encumbrances, liens or other interests, and that to the best of my
knowledge | have the right to transfer clear title to the ? by this Deed. If requested, | will
provide an independent appraisal setting forth the value of the item(s) to aid the
Foundation in meeting any legal or regulatory requirements.

Acceptance of this gift on the terms stated will be evidenced by the return of a duplicate
copy of this form executed by an authorized officer of the Foundation.

Donor Signature Date

Recognition for this gift should reflect the name of the donor in the following manner:
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Approved and accepted by The Pardee Hospital Foundation this day of
, 20

Signature

Title

Attest

Witness Signature

Witness Name (print)
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PLANNED GIFT STATEMENT OF INTENT

Donor Name

Address

City, State, Zip

1. NAME: The name of the fund shall be the <fund name> Fund (if proceeds are used
to establish an endowed fund).

2. GOAL/PURPOSE:

3. GIFT TYPE & AMOUNT:

4. EXPENDITURES: All expenditures shall be in accordance with the guidelines set
forth in the by-laws of The Pardee Foundation, Inc. In addition, only the net income
portion of the fund shall be used for the purpose in paragraph 2. The principal shall
remain in perpetuity unless the <gift type> does not meet the minimum amount to
establish an endowed account. The Pardee Foundation Board of Directors shall
determine the spending rate for the fund on an annual basis. This paragraph included
only for a gift establishing an endowment.

5. NON-BINDING EFFECT: Inthe event The Pardee Foundation ceases to exist, the
corpus and accumulated earnings of the Fund shall be transferred to the Endowment
Fund of the Pardee Hospital in full compliance with the applicable statutes of the State
of North Carolina, and the Board of Directors of the Foundation shall request that the
purpose of the Fund shall be continued by the Endowment Fund of Pardee Hospital, as
indicated above. Additionally, should it become impractical to make such awards as are
provided herein, the Foundation shall have authority to make such changes as would
bring the administration of the Fund and use of its net income in line with the then-
current trends and conditions. <This paragraph included only for a gift establishing an
endowment>

6. While it is the present intent of the donor to make the <gift type> set forth in
paragraph 3 above, the donor reserves the right to modify, amend and even revoke the
aforesaid intended <gift type>.

Names of members of the various giving societies may be included in a variety of
Foundation publications and other media. Please choose an option below.

d You may include my name in publications and other materials.
O List me as “anonymous.”

Donor Date
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Date

Chief Executive Office, The Pardee Foundation
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Appendix D: IRS Publications
IRS Forms 8282 & 8283 for Non-cash Charitable Contributions

Per IRS regulations, Form 8283 is completed by the donor and by the Foundation
where the amount of the donor's deduction for all non-cash gifts is more than $5000.

OPer IRS regulations, Form 8282 is used to report information to the IRS and donors
about the disposition of certain charitable deduction property. Charitable deduction
property is defined as any donated property (other than money and publicly traded
securities) if the claimed value exceeds $5,000 per item or group of similar items
donated by the donor to one or more donee organizations. A disposition is a sale,
consumption, exchange or gift of the donated property. The Foundation as the original
donee or successor donee must file Form 8282 if it disposes (with or without
consideration) charitable deduction property within three years after the date the original
donee received the property. The donee signer of IRS Form 8283 as noted above must
file IRS Form 8282.

Per IRS regulations, there are two exceptions to the filing of Form 8282:

The Foundation is not required to file Form 8282 for items valued at $500 or less if, at
the time the original donor signed Section B of Form 8283, the donor had signed a
statement on Form 8283 that the appraised value of the specific item was not more than
$500. If Form 8283 contains more than one item, this exception applies only to those
items that are clearly identified as having a value of $500 or less.

The Foundation is not required to file Form 8282 if an item is consumed or distributed,
without consideration, for the exempt purpose of the Foundation or Hospital.

Per IRS regulations, Form 8282 must be filed within 125 days after the date of
disposition of the asset with a copy sent to the donor. Failure to file IRS Form 8282
may subject the Foundation to a penalty per offense, up to a total of $250,000. If the
failure is intentional, the penalty is increased per offense, with no total limit.

If the donated property is transferred to another charitable organization within the three-

year period, the Foundation must provide certain information to the successor
organization (see Form 8282 for required information).
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Other Helpful IRS Publications

Publication 526: Charitable Contributions

Publication 561: Determining the Value of Donated Property

Publication 1771: Charitable Contributions Substantiation & Disclosure Requirements
Publication 4302: A Charity's Guide to Vehicle Donations

Form 8283: Noncash Charitable Contributions

Instructions for Form 8283

Form 8282: Donee Information Return
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